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Would China’ s Economic Policy Uncertainty Restrain Physical Investment
of Real Estate Enterprises:

An Empirical Analysis Based on the Perspective of Real Options

PAN Qunxing FENG Hujuan ZHANG Yanwen
( School of Finance Nanjing University of Finance and Economics Nanjing 210023  China)

Abstract: From the perspective that physical investment with irreversibility and timing selectivity is regarded as a real op—

tion under economic policy uncertain environment this paper analyzes value composition of physical investment of real estate

enterprises and restraining effect of economic policy uncertainty on investment and put forward hypotheses. Based on the

VARX model and the impulse response function China’ s economic policy uncertainty index and the investment data of China’

s real estate development are used to carry out an empirical analysis. Results show that China’ s economic policy uncertainty

would restrain real estate enterprises’ physical investment and the irreversibility of investment projects aggravates this inhibi-

tion.

Accordingly government should keep the stability and continuity of economic policy as far as possible when adjusting eco—

nomic policy hedge the uncertainty caused by external events such as the subprime crisis and Sino-US trade friction with inter—

nal certainty and China’ sreal estate enterprises should constantly improve their management decision-making ability and pro—

mote their development from high-speed to high—quality.

Key words: economic policy uncertainty; real options; real estate enterprises’ physical investment; VARX model



